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OATH OR AFFIRMATION

I, ARNOLD SARABELLA , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

BREAN CAPITAL, LLC , as
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(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
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One Linden Place

Great Neck, NY 11021-2640

Tel (516) 829-0900

KAMLER, LEWIS & NOREMAN LLP Fax (516) 829-0906

Certified Public Accountants 220 White Plains Road
Tarrytown, NY 10591
Tel (914) 997-0800

REPORTOF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Members of Brean Capital, LLC and Subsidiaries

Opinion on the Financial Statement

We have audited the accompanying consolidated statement of financial condition of Brean Capital LLC
and Subsidiaries (collectively, the "Company") as of December, 31, 2017, and the related notes
(collectively referred to as the consolidated financial statement). In our opinion, the consolidated statement
of financial condition presents fairly, in all material respects, the consolidated financial position of Brean
Capital LLC and Subsidiaries as of December, 31, 2017 in conformity with accounting principles generally
accepted in the United States of America.

Basis for Opinion

This consolidated financial statement is the responsibility of Brean Capital LLC and Subsidiaries'
management. Our responsibility is to express an opinion on Brean Capital LLC and Subsidiaries'
consolidated financial statement based on our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States)(PCAOB) and are required to be independent
with respect to Brean Capital LLC and Subsidiaries in accordance with the U.S.federal securities laws and
the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we

I plan and perform the audit to obtain reasonable assurance about whether the consolidated financialstatement is free of material misstatement, whether due to error or fraud.Our audit included performing
procedures to assess the risks of material misstatement of the consolidated financial statement, whether due

I to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis,evidence regarding the amounts anddisclosures in the consolidated financial
statements. Our audit also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the consolidated financial
statements. We believe that our audit provides a reasonable basis for our opinion.

Kamler, Lewis & Noreman LLP

We have served as Brean Capital LLC and Subsidiaries' auditor since 2012.

Great Neck, New York
February 28,2018
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Brean Capital, LLC and Subsidiaries
Consolidated Statement of Financial Condition

December 31, 2017

Assets:

Cash and cash equivalents $ 1,854,089
Receivables from broker-dealers and clearing organizations 903,782
Securities owned, at fair value (pledged as collateral with clearing organization) 1,373,060,377

IW Interest receivable 3,964,470
Duefrom others 1,449,776

Due from affiliate 524,698
Prepaid expenses and other assets 2,581,789
Security deposits 987,636
Furniture and fixtures, equipment and leasehold improvements, net 2,276,032

Total Assets $ 1,387,602,649

Liabilities:

Securities sold, not yet purchased, at fair value $ 560,632,498
Securities sold under repurchase agreements 77,311,911
Payable to broker-dealers and clearing organizations 661,853,276
Compensation payable 5,192,771
Accounts payable, accrued expenses and other liabilities 2,379,865
Subordinated borrowings from related parties 12,000,000

Total Liabilities 1,319,370,321

Commitments and Contingencies

Members' Equity 68,232,328

Total Liabilities and Members' Equity $ 1,387,602,649

The accompanying notes are an integral part of this consolidated financial statement
2



Brean Capital, LLCand Subsidiaries
Notes to Consolidated Statement of Financial Condition

December 31, 2017

1.Organization and Basis of Presentation

Brean Capital, LLC (the "Company") is a broker-dealer registered with the Securities and Exchange
Commission ("SEC")and is a member of the Financial Industry Regulatory Authority ("FINRA"), and
the National Association of Securities Dealers Automated Quotations ("NASDAQ") exchange.During
the year, the Company terminated its membership with the National Futures Association. The
Company operates as an introducing broker and has an agreement with a clearing broker to clear
transactions, carry customers' accounts on a fully-disclosed basis and perform recordkeeping
functions and, consequently, operates under the exemptive provisions of SEC Rule 15c3-3k(2)(ii).
The Company engages in several classes of services including trading of mortgage-backed securities
and other fixed income instruments, which are primarily generated out of its New York headquarters
along with approximately one third of the sales force residing in 13 branch offices throughout the
United States. Its investment banking and syndicate underwriting business are primarily based in New
York.

2.Summary of Significant Accounting Policies

Basis of Presentation
The Company prepares its consolidated statement of financial condition on the accrual basis of
accounting in accordance with the Accounting Standards Codification ("ASC") that was approved by
the Financial Accounting Standards Board ("FASB") on July 1, 2009 as being the single source of
authoritative United States accounting and reporting standards other than guidance issued by the
SEC.

Use of Estimates

I The preparation of the consolidated statement of financial condition in conformity with accountingprinciples generally accepted in the United States of America ("GAAP") requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated statement of financial
condition. Actual results could differ from those estimates.

Principles of Consolidation

I The consolidated statement of financial condition includes the accounts of the Company, BreanMurray Investment Consultancy (Shanghai) Co.,Ltd. ("BMICS"),a corporation organized in China in
2008 and Xiamen Brean Murray, Carret Investment Consultancy Co.,Ltd. ("XBMCIC"), a corporation

I organized in China in 2011, both of which are wholly-owned subsidiaries of the Company and whoseoperations has been discontinued, effective April 1, 2014. BMICShad provided investment banking
and advisory services and XBMCIChad provided consulting services in the Xiamen Special Zone.All
material intercompany balances and transactions have been eliminated in consolidation. The
financial results of BMICSand XBMCICare disclosed in Note 15.

Translation of Foreign Currencies

I Assets and liabilities denominated in foreign currencies are translated at year-end rates ofexchanges.

I
I
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Brean Capital, LLCand Subsidiaries
Notes to Consolidated Statement of Financial Condition

December 31, 2017

2.Summary of Significant Accounting Policies (Continued)

Cash and Cash Equivalents
The Company considers all highly liquid instruments purchased with an original maturity of three
months or less to be cash equivalents. At December 31, 2017, cash and cash equivalents of
$1,854,089 were held at one financial institution which is $1,604,089in excess of the Federal Deposit
Insurance Corporation limit of $250,000.The Company also has a letter of credit in the amount of
$866,880 held at the same financial institution which is reported in security deposits in the
consolidated statement of financial condition.

Securities Owned
Securities transactions in regular-way trades are recorded on trade date, as if they had settled.
Customers' securities transactions are reported on a settlement date basis.

Amounts receivable and payable for securities transactions that have not reached their contractual
settlement date are recorded net in payable to broker-dealers and clearing organizations on the
consolidated statement of financial condition.

The Company's securities inventory is primarily financed by third party clearing organizations and
through repurchase agreements. The amount due to the clearing firm at December 31, 2017 is
included in payable to broker-dealers and clearing organizations in the consolidated statement of
financial condition.

Furniture and Fixtures, Equipment and Leasehold Improvements
Furniture and fixtures, equipment and leasehold improvements are recorded at cost. Depreciation is
provided using the straight-line method over estimated useful lives of three to seven years. The cost
of leasehold improvements is amortized over the lesser of the estimated useful life of the asset or
the term of the lease.

1 Long-Lived Assets and Asset ImpairmentAccounting Standards Update ("ASU") 360-10, impairment and Disposal of Long-Lived Assets provides
guidance for impairments of assets that are held for use, held for sale and to be disposed of by other

I means. ASC 360-10 requires the use of fair value measurements for impairment of assets that areuniqueand not widely traded.A long-lived asset (group) that is held and usedshouldbe reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of the
long-lived asset (group) might not be recoverable, (i.e., information indicates that impairment might
exist). As a result, entities are not required to perform an impairment analysis (i.e., test the asset
(group) for recoverability and potentially measure an impairment loss) if indicators of impairment
are not present. Instead, entities would assess the need for an impairment write-down only if an

I indicator of impairment (e.g., a significant decrease in the market value of a long-lived asset(group)) is present. Entities are responsible for routinely assessing whether impairment indicators are
present and should have systems or processes to assist in the identification of potential impairment
indicators. During the year, the Company determined that no assets held for use were impaired.

Discontinued Operations

I The Company's treatment of its discontinued operations is presented under the guidance in FASBASC205-20 and ASU 2014-08 which requires reporting discontinued operations separately from continuing
operations.
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I Brean Capital, LLCand SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

2.Summary of Significant Accounting Policies (Continued)

I DerivativesDerivative financial instruments are recorded at fair value in the consolidated statement of financial
condition and are included within securities owned and securities sold, not yet purchased.

I Derivatives entered into by the Company include purchase and sale agreements of to-be-announced
securities ("TBAs"), which are forward mortgage-backed securities whose collateral remain "to be
announced" until just prior to the trade settlement. When a forward contract exists for securities
purchased and sold on a when-issued basis ("when-issued securities"), such as a TBA security that

I provides a choice of settlement dates and delivery is made in the second nearest month or later, theTBA forward contract is accounted for as a derivative. The settlement of these transactions is not
expected to have a material effect upon the Company's consolidated statement of financial

I condition. Derivatives involve varying degrees of off-balance sheet risk, whereby changes in the levelor volatility of interest rates or market values of the underlying financial instruments may result in
changes in the value of a particular financial instrument in excess of its carrying amount. The
Company enters into various options and futures contracts in order to mitigate exposure to market
risk.

Rent Obligation

I The Company has operating lease agreements for office equipment and certain offices which containprovisions for future rent escalations or for periods in which rent payments are abated. The Company
records monthly rent expense on a straight line basis equal to the total of the payments due over the
lease term, divided by the number of months of the lease term. The difference between rent
expense recorded and the amount paid is credited or charged to deferred rent. The amount of
deferred rent included in accounts payable, accrued expenses and other liabilities in the
consolidated statement of financial condition at December 31, 2017 is $382,807.

I
State Filing Fees and Local Income Taxes
The Company is a limited liability company subject to partnership tax laws. Accordingly, there is no

I provision for federal income taxes. The taxable income or loss of the Company, on the Federal andState levels, are included on the income tax returns of its members.The Company is subject to New
York City Unincorporated Business Tax which is four percent of net income excluding provision for

I state filing fees and local income taxes after adjusting for non-deductible compensationto membersand certain exclusions. In addition, the Companyis subject to various states' partnership income
taxes where it conducts business.

The Company is required to disclose unrecognized tax benefits or liabilities resulting from uncertain
tax positions. At December 31, 2017, the Company did not have any unrecognized tax benefits or

I liabilities. The Company is no longer subject to such tax examinations by taxing authorities for years
prior to the three year statute of limitations and there are presently no ongoing income tax
examinations. However, the Company is currently undergoing a New York State sales and use tax
audit of which the outcome has not yet been determined. The Company does not expect any

I potential tax assessments to have a material impact on the Company's consolidated statement offinancial condition.

In December 2017, Congresssigned the 2018 Tax Reform Act ("Act") effective for tax years beginning
after December 31, 2017. The new tax law changes the treatment of partnership pass-through
income to its members.The Company has not evaluated the potential impact of the new Act on the
Company'sconsolidated statement of financial condition.
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I Brean Capital, LLC and SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

2.Summary of Significant Accounting Policies (Continued)

I Recent Accounting PronouncementsOn May 28, 2014, Financial Accounting Standards Board ("FASB") completed its Revenue Recognition
project by issuing Accounting Standards Update ("ASU") 2014-09, Revenue from Contracts with
Customers (Topic 606). The new guidance establishes the principles to report useful information to

I users of financial statements about the nature, timing, and uncertainty of revenue from contractswith customers. The standard removes inconsistencies and weaknesses in existing revenue
requirements and provides a more robust framework for addressing revenue issues.The standard
improves comparability of revenue recognition practices across entities, industries, jurisdictions, and

W capital markets. The standard provides more useful information to users of financial statements
through improved disclosure requirements and simplifies the preparation of financial statements by

I reducing the number of requirements to which an organization must refer. The new guidance affectsany reporting organization that either enters into contracts with customers to transfer goods or
services or enters into contracts for the transfer of nonfinancial assets.FASBASU 2015-14, Revenue
from Contracts with Customers (Topic 606): Deferral of the Effective Date defers the effective date

I of ASU 2014-09, Revenue from Contracts with Customers (Topic 606) for entities other than publicbusiness entities, certain not-for-profit entities, and certain employee benefit plans, by one year, to
years beginning after December 15, 2018, and interim periods within years beginning after December

I 15, 2019. Early adoption is permitted under several options, the earliest for a year beginning afterDecember 15, 2016, and interim periods with that year. The Company has not evaluated the
potential impact of the new provisions on the Company's consolidated statement of financial
condition.

In January 2016, the FASBissued ASU 2016-01, Financial Instruments - Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Liabilities. The new standard is intended to
provide usersof financial statements with more useful information on the recognition, measurement,
presentation, and disclosure of financial instruments. The new guidance requires equity investments
to be measured at fair value with changes in fair value recognized in net income; separate

I presentation of financial assets and financial liabilities by measurement category and form offinancial asset on the consolidated statement of financial condition or the accompanying notes to the
consolidated statement of financial condition; eliminating the requirement to disclose the fair value

I of financial instruments measured at amortized cost; and present separately in other comprehensiveincome the portion of the total changein the fair value of a liability resulting from a change in the
instrument-specific credit risk when an entity has elected to measure the liability at fair value in
accordance with the fair value option for financial instruments. The standard becomes effective for
fiscal years beginning after December 15, 2018. The Company has not evaluated the potential impact
of the new provisions on the Company's consolidated statement of financial condition.

I
I
I
I
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I Brean Capital, LLC and SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

2.Summary of Significant Accounting Policies (Continued)

Recent Accounting Pronouncements (Continued)
In February 2016, FASBissued ASU 2016-02, Leases (Topic 842). Under the new provisions, all lessees
will report a right-of-use asset and a liability for the obligation to make payments for all leases with
the exception of those leases with a term of twelve months or less.All other leases will fall into one

I of two categories. The first category, financing leases, similar to capital leases, will require therecognition of an asset and liability, measured at the present value of the lease payments. Interest
on the liability will be recognizedseparately from amortization of the asset.Principal repayments

I will be classified as financing outflows and payments of interest as operating outflows on thestatement of cash flows. The second category, operating leases, will also require the recognition of
an asset and liability measured at the present value of the lease payments and recognize a single

I lease cost, calculated so that the cost of the lease is allocated over the lease term on a generallystraight-line basis. The standard becomes effective for fiscal years beginning after December 15,
2019. The Company has not evaluated the potential impact of the new provisions on the Company's
consolidated statement of financial condition.

In June 2016, FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losseson Financial Instruments. The new standard requires a financial asset
(or a group of financial assets) measured at amortized cost basis to be presented at the net amount
expected to be collected. The allowance for credit losses valuation account should be deducted from
the amortized cost basis of the financial asset(s) and presented at net carrying value. The

I measurement of expected credit losses is based on relevant information about past events, includinghistorical experience, current conditions, and reasonable and supportable forecasts that affect the
collectability of the reported amount. An entity must use judgment in determining the relevant
information and estimation methods that are appropriate in its circumstances. The standard becomes
effective for fiscal years beginning after December 15, 2020. The Company has not evaluated the
potential impact of the new provisions on the Company's consolidated statement of financial
condition.

On August 28, 2017, FASB issued ASU 2017-12, Derivatives and Hedging (Topic 815): Targeted
Improvements to Accounting for Hedging Activities. The amendments in ASU 2017-12 apply to any

g entity that elects to apply hedge accounting in accordance with GAAP.The main changes include
I permitting more flexibility in hedginginterest rate risk for both variable rate and fixed rate financial

instruments, and introduce the ability to hedge risk components for nonfinancial hedges. The
standard changes the guidance for designating fair value hedges of interest rate risk and for
measuring the change in fair value of the hedged item in fair value hedges of interest rate risk. It
requires an entity to present the earnings effect of the hedging instrument in the same income
statement line item in which the earnings effect of the hedged item is reported. It expands and

I changes the reporting of amounts excluded from the assessment of hedge ineffectiveness to allowentities to use an amortization approach or to continue mark-to-market accounting consistent with
current GAAP.The ASU amendments are effective for fiscal years beginning after December 15,

I 2019. The Company has not evaluated the potential impact of the new provisions on the Company'sconsolidated statement of financial condition.

7
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I Brean Capital, LLC and SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

3.Receivable From/Payable to Broker-Dealers and Clearing Organizations

Amounts receivable due from and payable to broker-dealers and clearing organizations and at
W December 31, 2017 consist of the following:

I Receivable PayableClearing deposits - cash $ 903,782 $ -

Payable to clearing organization - 661,853,276

$ 903,782 $ 661,853,276

4.Fair Value Measurements

Financial Accounting Standard Boards, Accounting Standard Codification 820 ("FASB ASC 820")
defines fair value, establishes a framework for measuring fair value, and establishes a fair value

I hierarchy. Fair value is the price that would be received to sell an asset, or paid to transfer aliability, in an orderly transaction between market participants at the measurement date. A fair
value measurement assumes that the transaction to sell the asset or transfer the liability occurs in

I the principal market for the asset or liability or, in the absence of a principal market, the mostadvantageous market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASBASC820, are used to measure fair value.

I The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value intothree broad levels:

I Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilitiesthe Company can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within level 1, which are observable
for the asset or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on management's own

I assumptions about the assumptions that market participants would use in pricing the asset orliability. The unobservable inputs are developed basedon the best information available in the
circumstances and may include the Company's own data.

The availability of observable inputs can vary from security to security and is affected by a wide
variety of factors, including for example, the type of security, the liquidity of the markets, the
interest rate environment and other characteristics of the security or issuer. To the extent that
valuation is based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires more judgment. As a result, the degree of judgment used in
determining fair value is greatest for securities categorized as level 3.When multiple inputs are used
in determining fair value, the security is included in the hierarchy based upon the lowest level of
input.

Level 1 - Unadjusted quoted prices in active market for identical assets or liabilities. Level 1 assets
W and liabilities consist of U.S.government treasury securities and federal agencies that are highly

liquid and are actively traded in OTC markets. Level 1 also includes TBAs which are traded in an
actively quoted market.

8



I Brean Capital, LLC and SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

4. Fair Value Measurements (Continued)

I Level 2 - Observable inputs other than Level 1 prices, such as quoted prices for similar assets orliabilities, quoted market prices in markets that are not active, or other inputs that are observable
or can be corroborated by observable market data for substantially the full term of the assets or
liabilities. Level 2 assets and liabilities include commercial mortgage-backed securities, corporate

I asset-backed debt, corporate obligations, federal agency mortgage-backed securities, asset backedsecurities with recent sales activity, investment grade and asset backed corporate bonds and
municipal bonds.Also included are interest rate futures.

Level 3 - Unobservable inputs that are supported by limited or no market activity and that are
significant to the overall fair value of the assets or liabilities. Level 3 assets and liabilities include

I financial instruments for which the determination of the fair value requires significant managementjudgement or estimation. The fair value for such assets and liabilities is generally determined using
pricing models, discounted cash flow methodologies or similar techniques that incorporate the
assumption a market participant would use in pricing the asset or liability. Level 3 assets consist of

I non-investment grade corporate asset backed bonds and commercial mortgage-backed securitieswith par values of less than 95, and equity stocks and warrants along with non-marketable municipal
bonds.

The following table presents the Company's fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of December 31, 2017:

Balance at

December 31,
Level 1 Level 2 Level 3 2017

Securities owned, at fair value

commercial mortgage-backed $ - $ 3,110,199 $ 1,718,051 $ 4,828,250
Common stock:

Privately held - - 60,000 60,000
Publicly traded - - 47,293 47,293

Corporate asset-backed debt - 18,843,387 307,364 19,150,751

Corporate obligations - 7,064,367 - 7,064,367

I Federalagency mortgage-backed - 288,688,059 - 288,688,059Municipal bonds - 29,036,868 280,207 29,317,075
options - 129,013 - 129,013

USGovernment and federal agencies 26,858,477 996,773,774 - 1,023,632,251
Warrants:

Publicly traded - - 143,318 143,318

Total securities owned,at fair value $ 26,858,477 $ 1,343,645,667 $ 2,556,233 $ 1,373,060,377

securities sold, not yet purchased, at fair value

Corporate obligations $ - $ 1,082,208 $ - $ 1,082,208

I Federal agencymortgage-backed - 9,429,713 - 9,429,713US Government and federal agencies 550,120,577 - - 550,120,577

Total securities sold, not yet purchased,at fair value $ 550,120,577 $ 10,511,921 $ - $ 560,632,498
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I Brean Capital, LLCand SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

4.Fair Value Measurements (Continued)

I Commercial mortgage-backed securitiesCommercial mortgage-backed securities are a type of mortgage-backed security that is secured by
mortgages on commercial properties, rather than residential real estate. Significant inputs are

I generally determined based upon recent transaction prices for the same or bonds with comparable
underlying characteristics, prepayment speeds and yields of similar bonds. These securities are
characterized in Level 2 and Level 3.

I Corporate asset-backed debt securitiesSecurities backed by commercial loans and assets which include tranches of varying levels of
subordination. Significant inputs are generally determined based upon recent transaction prices for

I the same or bonds with comparable underlying characteristics, prepayment speeds and yields ofsimilar bonds.These securities are predominantly characterized in Level 2.

Corporate obligations
Securities issued by corporations which are unsecured and are based on the credit worthiness of the
issuer. Significant inputs include recent transaction prices for the same or bonds with comparable
underlying characteristics, yields of similar bonds, and liquidity of the issue. These securities are
characterized in Level 2.

Federal agency mortgage-backed

I Securities backed by pools of residential mortgages, typically called Collateralized MortgageObligations ("CMO") which include tranches of varying levels of subordination. The fair value of
these securities is generally determined based upon recent transaction prices for the same or bonds

I with comparable underlying characteristics, prepayment speeds, duration and yields of similar
bonds. Principal and interest of these securities are guaranteed by the US government. These
securities are characterized in Level 2.

I Municipal BondsSecurities issued by states and municipalities. The fair value of these securities is generally
determined based upon recently executed transactions, interest rates and credit worthiness of the
issuer.These securities are characterized predominantly in Level 2.

USGovernment and federal agencies

I Securities backed by a pool of residential mortgages, USgovernment treasury securities and TBAs.The fair value of these securities is generally determined based upon recent transaction prices for
the same or bonds with comparable underlying characteristics, prepayment speeds, duration and
yields of similar bonds. Principal and interest of these securities are guaranteed by the US
government. TBAs are traded in active quoted market and therefore generally classified as Level 1.
The other securities are characterized predominantly in Level 2.

10



I Brean Capital, LLCand SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

4.Fair Value Measurements (Continued)

I Based on the above criteria, securities owned that are traded on a national stock exchange (orreported on the NASDAQnational market) are generally valued at the last reported sales price on the
primary securities exchange on which such security traded on the date of valuation. Securities owned

I that are offered and sold on the over the counter market ("OTCBB")are generally valued at theclosing bid price as reported on the OTCBB on the date of valuation. In cases where such over the
counter securities have limited trading volume and are considered to be "thinly traded," management
may apply a discount to the closing bid price to arrive at management's estimate of fair value.
Warrants that are received in connection with investment banking transactions are recorded at fair
value based on the lesser of the computed value using the Black-Scholes option pricing model or

recent bid prices the Company has received to sell such securities. For warrants which are either,
restricted, illiquid or thinly traded, the Company included an appropriate discount in determining
the securities' fair values under the Black-Scholes option pricing model.

The following is a reconciliation of the beginning and ending balances for assets measured at fair
value on a recurring basis using significant unobservable inputs (level 3) during the year ended
December 31, 2017:

Net gains or

I Purchases, (losses) Balance,

Balance, Issuances, and (realized and Return Transfers December 31,
January 1, 2017 Settlements unrealized)(1) of principal in(out), net 2017

Commercial mortgage-backed/

corporate asset-backed $ 779 $ 1,994,134 $ 30,528 $ (26) $ - $ 2,025,415

I Common stock 92,258 - 15,035 - - 107,293Municipal bonds 326,555 - (46,348) - - 280,207

Warrants 154,563 - (11,245) - - 143,318

$ 574,155 $ 1,994,134 $ (12,030) $ (26) $ - $ 2,556,233

(1) Realized and unrealized gains/(losses) are reported in Principal transactions in the Consolidated Statement of Operations.

Changes in net unrealized losses on Level 3 assets still held at December 31, 2017 amounted to $51,329.

5.Derivatives

The Company utilizes derivatives to meet the needs of customers, for trading strategies and for
economic hedging strategies to actively manage its market and liquidity exposures.

The following table summarizes the derivatives included in securities owned and securities sold, not
yet purchased in the consolidated statement of financial condition at December 31, 2017:

11
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I Brean Capital, LLCand SubsidiariesNotes to Consolidated Statement of Financial Condition
December 31, 2017

5.Derivatives (Continued)
Number of

I Contracts Notional Fair Value

Purchase Contracts

I TBA agreements 5 $ 10,830,428 $ 157When issued securities 3 12,203,296 -

ERISfutures contracts 90 9,000,000 129,013

98 $ 32,033,724 $ 129,170

Sale Contracts

TBA agreements 52 $ 304,650,000 $ 26,266

6.Securities Sold Under Repurchase Agreements

The Company enters repurchase agreements to finance certain inventory. Transactions involving

I sales of securities under agreements to repurchase ("repurchase agreements") are presented on anet-by-counterparty basis when a legal right of offset exists and are accounted for as collateralized
financing transactions and recorded at their contracted amounts plus accrued interest. The Company

I is required to provide securities to counterparties in order to collateralize repurchase agreements.The Company's agreements with counterparties generally contain contractual provisions allowing for

additional collateral to be provided, or excess collateral returned, when necessary.The Company
values the collateral daily and retrieves or returns excess collateral from/to counterparties, when
appropriate.

At December 31,2017, the fair value of financial instruments pledged as collateral by the Company
on repurchase agreements was approximately $84,900,000.

The following table providesdetail on the compositionof the outstanding repurchaseagreements at
December 31, 2017:

2017

Remaining Contractual Maturity of the Agreements

Repurchaseagreements and Overnight and Greater than On

i Repurchase-to-maturity transactions Continuous Up to 30 days 30-90 days 90 days Demand TotalU.S.Treasury and federat agency securities $ - $ - $ - $ - $ 77,311,911 $ 77,311,911

Total borrowings $ - $ - $ - $ - $ 77,311,911 $ 77,311,911

I
I
I
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7.Prepaid Expenses and Other Assets

Prepaid expenses and other assets at December 31, 2017 consist of the following:

Employee loans and advances $ 1,107,926

I Receivables and other assets 674,196Prepaid expenses 468,772

Credit note agreement 300,263

Prepaid taxes 24,655

Deferred occupancy costs 5,977

$ 2,581,789

8.Furniture and Fixtures, Equipment and Leasehold improvements

Furniture and fixtures, equipment and leasehold improvements, net of depreciation and
amortization, at December 31, 2017 consisted of the following:

Estimated

Useful Lives Amount

Furniture and fixtures 7 Years $ 388,766

computer equipment 3-5 Years 1,851,519

Leasehold improvements Life of Lease 2,289,367

I Total, at cost 4,529,652Lessaccumulated depreciation and amortization 2,253,620
Total Furniture and Fixtures, Equipment and Leasehold improvements, net $ 2,276,032

9.Subordinated Borrowings

On November 25, 2015, the equity members of the Company entered into subordination loan
agreements based on their pro-rata ownership percentage with the company. The original loans

I aggregating $12,000,000 had a three year term, maturing on November 26, 2018 and carried anannual interest rate of 9%payable monthly. The loan agreements were amended on August 16, 2017,

extending the maturity date to December 31, 2019. All other terms remained consistent with the
original loan agreements.

The subordinated borrowings are considered equity in computing net capital under the SEC Net

I Capital Rule, 15c3-1. To the extent such borrowings are required for the Company's continuedcompliance with minimum net capital requirements; they may not be repaid without prior written
approval of FINRA.The fair value of the subordinated borrowings is $12,000,000.Interest payable to

I members aggregating $91,726 is included in accounts payable, accrued expenses and other liabilitiesin the consolidated statement of financial condition.

I
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10.Related Party Transactions

I The Company provides certain management and administrative services to an affiliate. The Companyhas a management service and reimbursement agreement with Brean Strategic Advisors, LLC ("BSA")
to perform various administrative functions and provide certain facilities, equipment and other

I shared expenses. At December 31, 2017, $524,698 was included in due from affiliate in theconsolidated statement of financial condition.

11.Net Capital Requirement

The Company is subject to the net capital requirement of Rule 15c3-1 promulgated under the
Securities Exchange Act (the "Net Capital Rule"), which requires the maintenance of a minimum net
capital and requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1.
Rule 15c3-1 also provides that equity capital may not be withdrawn or cash distributions paid if the
resulting net capital ratio would exceed 10 to 1.At December 31, 2017, the Company had net capital
of $27,368,343,which was $26,869,615in excess of its required minimum net capital of $498,728.
The Company's percentage of aggregate indebtedness to net capital was 27.33%.

12.Commitments and Contingencies

Lease Commitments

The Company has obligations under operating leases with initial non-cancelable terms, relating to its

I offices located in New York, Los Angeles, Memphis and various other locations which expire throughFebruary 2022. Certain leases provide for additional rent related to increases in real estate taxes and
operating expenses.The Company also has non-cancelable operating leases for use of certain office
equipment.

Future minimum payments under these leases in each of the years subsequent to December 31, 2017
are as follows:

*Future

Minimum Sublease Net

Lease Rental Lease

Payments Income Payment
2018 $ 2,277,185 $ 85,380 $ 2,191,805

2019 1,926,049 1,926,049

I 2020 1,874,905 1,874,9052021 1,678,780 1,678,780
2022 252 252

I Total $ 7,757,171 $ 85,380 $ 7,671,791* Future minimum lease payments exclude month-to-month cancellable leases.

I
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12.Commitments and Contingencies (Continued)

I Litigation, lndemnifications and Other ContingenciesIn the normal courseof business,the Company may be involved in litigation matters. These include
litigations, arbitration and other proceedings initiated by private parties and arising from
underwriting, financial advisory, securities trading or other transactional activities for client
accounts, and employment matters. The Company does not believe that any current litigation,
proceeding or other matter which it is a party to or otherwise involved with will have a material
adverse effect on its financial position.

I The Company indemnifies and guarantees certain service providers, such as clearing and custodyagents, against specified potential future losses in connection with their acting as an agent of, or
providing services to, the Company or its affiliates in the normal course of business.Such specified

I potential future losses, if they ever occur, cannot be estimated. However, the Company believesthat it is unlikely it will have to make any material payments under these arrangements and has not
recorded any contingent liability on the consolidated statement of financial condition for these
indemnifications.

The Company has an outstanding letter-of-credit agreement for $866,880 used in lieu of a security
deposit for one of its offices.

Credit Note Agreement
in December 2017, the Company entered into a one year line of credit note agreement with Applied
Residential, Inc. ("ARI") and Trio Capital LLC ("Trio"), up to the principal amount of $500,000 plus
accrued interest at 8% per annum.The note provides that the parties may enter into definitive
agreements to convert the note into an ownership interest in a newly formed limited liability

company to be co-owned by the Company with Trio as part of a joint venture among the Company,

I Trio and certain of their affiliates. The payment and performance of the note is secured by theeligible assets including proprietary and non-proprietary lease arrangements in connection with
mortgage-backed securities for single family homes, condominiums and townhomes and other

I securitized products that have been acquired and managed by ARI and Trio. The agreement providesARI to require the originator of the aforementioned eligible assets the option for the Company to
purchase such assets at a price equal to the "bid" side of the TBA market. As of December 31, 2017,

I ARI drew down $300,000 of its line of credit of which this amount plus accrued interest of $263 hasbeen reflected in prepaid assets and other assets in the consolidated statement of financial
condition. The Company is committed to provide up to an additional $200,000 to ARIand Trio related
to the line of credit note agreement.
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13.Financial Instruments with Off-Balance Sheet Risk

i The Company enters into various transactions involving derivatives and other off-balance sheetfinancial instruments. These financial instruments include TBAs and when-issued securities. These
derivative financial instruments are used to meet the needs of customers, conduct trading activities,

I and manage market risks and are, therefore, subject to varying degrees of market and credit risk.Derivative transactions, including interest rate options and futures, are entered into for trading
purposes or to economically hedge other positions or transactions.

I TBAs and when-issued securities provide for the delayed delivery of the underlying instrument. Thecontractual or notional amounts related to these financial instruments reflect the volume and
activity and do not reflect the amounts at risk. The credit risk for TBAs and when-issued securities is

I limited to the unrealized fair valuation gains and losses recorded in the consolidated statement offinancial condition. Market risk is substantially dependent upon the value of the underlying financial
instruments and is affected by market forces such as volatility and changes in interest and foreign
exchange rates.

In addition, the Company has sold securities that it does not currently own and will therefore be
obligated to purchase such securities at a future date. The Company has recorded these obligations

I on the consolidated statement of financial condition at December 31, 2017 at fair values of therelated securities and will incur a loss if the fair value of the securities increases subsequent to
December 31, 2017.

In the normal course of business, the Company's customer activities involve the execution,
settlement and financing of various securities transactions. These activities may expose the Company
to off-balance sheet risk in the event the customer or other broker is unable to fulfill its contracted
obligations and the Company has to purchase or sell the underlying financial instrument at a loss.

The Company's customer securities activities are transacted on either a cash or margin basis. In

I margin transactions, the Company's clearing broker extends credit to the customer, subject tovarious regulatory and internal margin requirements, collateralized by cash and/or securities in the
customer's account. As a result of guaranteeing customer margin balances carried by the clearing

I broker, the Company may be exposed to off-balance sheet risk in the event margin requirements arenot sufficient to fully cover losses which the customer may incur. There are no other margin
accounts guaranteed by the Company other than just described at December 31, 2017.

Additionally, the Company is exposed to off-balance sheet risk of loss on transactions during the
period from the trade date to the settlement date, which is generally two business days. If the
customer fails to satisfy its contractual obligations to the clearing broker, the Company may have to

I purchase or sell financial instruments at prevailing market prices in order to fulfill the customer'sobligations. Settlement of these transactions did not have a material effect on the Company's
financial position.

The Company seeks to control the risks associated with its customer activities by requiring customers
to maintain margin collateral in compliance with various regulatory and clearing broker guidelines.

I The Company's clearing organization monitors required margin levels daily and pursuant to suchguidelines, require the customers to deposit additional collateral or to reduce positions, when
necessary.
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14.Concentrations of Credit Risk

I The Company is engaged in various trading and brokerage activities in which the counterpartiesprimarily include broker-dealers, banks and other financial institutions. In the event counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk of default depends on
the creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

15.Discontinued Operations

China Subsidiaries

Effective April 1, 2014, the Company's management discontinued the operations of its wholly-owned

subsidiaries, Brean Murray Investment Consultancy (Shanghai) Co., Ltd., a corporation organized in
China in 2008 and Xiamen Brean Murray, Carret investment Consultancy Co.,Ltd., a corporation
organized in China in 2011.

Total assets of BMICSand XBMCICwere approximately $13,000 at December 31, 2017 which was

I primarily comprised of cash on hand and are included in prepaid expenses and other assets in theconsolidated statement of financial condition. Total liabilities of BMICSand XBMCICwere $50,000 at
December 31, 2017 which were primarily comprised of accrued expenses and are included in

accounts payable, accrued expenses and other liabilities in the consolidated statement of financial
condition.

I The following table summarizes the changes in the Company's liability related to discontinuedoperations for the year ended December 31, 2017:

I Balance, January 1, 2017 $ 101,101Less: Payments for legat, taxes and filing fees (163,082)

Add: Additionalexpense accruals for legal, taxes and filing fees 111,981

Balance,December 31, 2017 $ 50,000

Equity Capital Markets

Effective January 2017, the Company's management announced a plan to exit operations of its
Equity Capital Markets division ("ECM"). The Company determined that ECM represented a
component of the entity that was no longer part of its core business model. The discontinuance of

this division was determined to represent a strategic shift that has a major effect on operations and
financial results.
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16.Subsequent Events

I The Company evaluated the possibility of subsequent events that may impact the consolidatedstatement of financial condition through February 28, 2018, the date the consolidated statement of
financial condition was available to be issued. The Company has determined that there are no

I material events that would require adjustments to or disclosure in its consolidated statement offinancial condition.

I February 14, 2018, the Company filed a Continuing Membership Application with FINRA requestingapproval to amend the legal structural ownership of two of its members from an individual ownership
basis to a limited liability company ("LLC"). Each LLC would be wholly owned by each of the
respective members. In addition, the structural change would require the members' subordinated
debt to be assigned to each member's respective LLC.The legal structural ownership change and the
assignment of the subordinated debt to the LLCs will have no impact on the business, operations or
supervision structure of the Company. Approval was received from FINRA on February 28, 2018.
Management expects the change in ownership structure and the assignment of the members'
subordinated debt to be completed by the end of the first quarter of 2018.
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